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Coco Pty Ltd is a proprietary company that operates many Jewellery retail stores in Australia. 
Bryan holds 10 per cent of shares in Coco. Don and his wife hold 80 per cent of shares in the 
company and the balance is distributed among company employees. Bryan and Don are both 
directors, Don being the managing director. The constitution gives Don the controlling power to 
nominate a majority of the board.  
 
Personal relations between Bryan and Don have seriously deteriorated and Bryan now resents 
Don’s dominance of board proceedings. Specifically, Bryan complains that board meetings have 
been conducted without regard to the views of directors other than Don, that meetings of Don 
and his board faction are held before full directors’ meetings to formulate a position and strategy 
with respect to items arising at board meetings and that Don sometimes restricts the speaking 
time available to Bryan at board meetings. Bryan and Don do not speak to each other except for 
absolutely necessary communications.  
 
In the meantime, Bryan uncovers the following transaction between Coco Pty Ltd and Myco Pty 
Ltd.  Myco Pty Ltd is one of several Australian companies importing diamonds from Israel and 
South Africa and selling them to retail jewellery outlets. Don is a 40 per cent shareholder of 
Myco Pty Ltd. Myco Pty Ltd has recently been awarded by Don a three-year contract to supply 
Coco Pty Ltd. Don has never discussed this transaction with the board.  Bryan is not happy with 





Advise Bryan as to his possible remedies under the Corporations Act and the common law.  
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QUESTION TWO 
Colour Paints Ltd (‘Paints’) is a public company of which Black, White and Brown are the 
directors. Each of these directors controls a 10% shareholding in Paints. No other single 
shareholder holds more than a 5% shareholding in the company. Paints was established some 
time ago in order to improve the buying power of a number of smaller retailers of paints so that 
they might meet the competition of larger retail chains. For 6 years the company has actively 
pursued the object of purchasing paint from manufacturers on behalf of members at a price 
comparable to that paid by the large retail chains. However, in the last year, the present 
directors, who are among the largest of the small retailer members of Paints, have considered 
introducing scaled benefits for members according to the volume of purchases that they make. 
They say that the smaller members of Paints will still remain better off than if they were to 
purchase alone, and that to meet increasing administrative costs, some recognition should be paid 
to the fact that a small number of Paints' larger members have really been responsible for the 
benefits received by all members.  
At various meetings over the past year the directors have continually raised these points. Last 
week, the board passed a resolution establishing a new members' buying list, by which the larger 
members of Paints will continue to buy at prices comparable to those paid by the retail chains 
and the smaller purchasing members will pay 15% more. George Brush, a member holding a 2% 
shareholding wishes to challenge the directors' actions. 
 
REQUIRED: 
On what legal grounds might George Brush proceed to challenge the actions of the directors and 
what legal remedies might be available to him? 
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Jack and Jill Lee are the only directors and shareholders of a proprietary company called Lee 
Teak Furniture Pty Ltd. The company has carried on business for fifteen years although signs of 
financial difficulty have been evident for some time. On 20 June 2016 a winding up application 
was filed by a substantial supplier and unsecured creditor of the company. A winding up order 
was made on 5 September 2016. In December 2015, the company’s accountant had suggested 
that it might be possible for the company to execute a deed of company arrangement in order to 
overcome the concerns of the company’s numerous unsecured creditors. With this in mind, an 
administrator was appointed on 1 January 2016 but negotiations with the company’s various 
creditors broke down before a deed could be executed. 
 
Much earlier, on 1 March 2015, the company’s position was precarious. Jill, who had been 
entirely responsible for keeping the company’s books, told Jack that the company would 
nevertheless be able to repay its debts as they fell due. However, in the light of several 
substantial claims at the time by trade creditors, Jack and Jill thought it prudent to transfer the 
company’s real estate - valued at $600,000 - to Jill’s parents at no cost to them. 
 
On 1 April 2016 Jack made a $60,000 payment to the company’s major suppliers to ensure 
continuing supplies. Representatives of the supplier had told Jack that the payment of $60,000 





What action might be open to any Liquidator appointed by the court in respect of these 
transactions undertaken by Lee Teak Furniture Pty Ltd? What are the potential liabilities of Jack 
and Jill? 
 
          (20 marks) 
 
 
